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THE  YEAR  I  IV  BRIEF 


ANNUAL  PERIODS  ENDED 
AUGUST  3,  1946  AUGUST  4,  1945 


Net  sales . 

8234,132,382 

8187,426,375 

Profit  before  federal  taxes  on  income  and  before  minority  interest. . . 

8  22,328,621 

8 

21,294,755 

Federal  taxes  on  income . 

8  12,683,034 

8 

15,713,000 

Net  profit  after  federal  taxes  on  income  and  minority  interest . 

8  9,202,726 

8 

4,862,718 

Dividends  on  preferred  stock . 

8  546,608 

8 

412,733 

Number  of  times  preferred  dividends  were  earned . 

16.84 

11.78 

Net  profit  applicable  to  common  stock: 

Amount . 

8  8,656,118 

8 

4,449,985 

Per  share  of  common  stock  outstanding  at  end  of  year  entitled  to 

receive  dividends . 

83.70* 

82.16* 

Number  of  shares  outstanding  at  end  of  year  entitled  to  receive  divi¬ 

dends  : 

Preferred  stock . 

128,610 

128,610 

Common  stock . 

2,338,966* 

2,079,072* 

Dividends  paid  per  share: 

• 

Preferred  stock . 

84.25 

84.25 

Common  stock . 

8  .9375* 

8  .75* 

Balance  sheet  data  at  end  of  year : 

Customers’  balances . 

8  16,012,339 

8 

10,238,187 

Inventories  . 

8  29,337,528 

8 

22,724,459 

Working  capital . 

8  46,266,066 

8 

47,097,865 

Ratio  of  current  assets  to  current  liabilities . 

3.95 

5.36 

Long-term  debt . 

8  14,161,000 

8 

15,999,500 

Capital  stock  and  surplus,  exclusive  of  minority  interest . 

8  61,415,420 

8 

50,747,873 

*  Giving  effect  to  the  2  for  1  split  on  August  1, 1946. 


FEDERATED  DEPARTMENT  STORES,  INC. 


FEDERATED  BUILDING,  707  RACE  STREET,  CINCINNATI  2,  OHIO 


October  18,  1946 

T o  the  Stockholders : 

The  fiscal  year  just  concluded  coincided  with  the  first  year  of  peace.  It  has  been  a  year 
of  merchandising  transition  from  actual  wartime  conditions  to  a  peactime  economy, 
although  many  aspects  of  the  war  economy  have  persisted.  Department  stores  have  again 
demonstrated  their  importance  to  the  nation  as  large  retail  outlets  successfully  supplying 
almost  all  lines  of  consumer  goods  to  their  communities. 

As  this  is  written,  our  stores  are  enjoying  the  largest  sales  in  their  history.  Substantial 
increases  continue. 

Many  items  are  still  in  short  supply — particularly  among  the  so-called  “hard  goods.” 
The  rate  of  turnover  of  stock  on  hand  has  been  sufficiently  rapid  to  permit  the  elimination  of 
goods  that  may  have  become  sub-standard  with  the  availability  of  improved  qualities.  Inven¬ 
tories,  while  substantially  larger  than  a  year  ago,  are  in  reasonable  proportion  to  current 
sales.  Commitments  are  likewise  greater  and  are  being  carefully  safeguarded  and  scru¬ 
tinized,  not  only  because  of  the  higher  price  level,  but  also  on  account  of  the  slowness  of 
delivery  of  goods.  Our  whole  economy  has  been  delayed  in  effecting  reconversion  because 
of  strikes  and  other  uncertainties.  If  these  are  eliminated,  our  coordinated  economic 
machine  can  fully  function  and  enable  us  to  fill  promptly  many  gaps  in  needed  merchan¬ 
dise  assortments. 

Federated  stores  carefully  observe  their  time-proven  policies  of  selling  at  prices  as 
low  as  consistent  with  costs  of  goods  and  the  customer  service  rendered.  Federated  stores  have 
grown  because  they  have  priced  their  goods  competitively.  They  intend  carefully  and 
aggressively  to  continue  this  policy. 

We  are  proceeding  as  expeditiously  as  possible  to  complete  the  major  improvements 
undertaken  in  all  of  the  cities  where  our  subsidiaries  are  located. 

We  record  with  regret  the  retirement  of  Mr.  Edward  C.  Blum  as  vice  chairman  and  member 
of  the  Board  of  Directors.  He  had  served  since  the  organization  of  your  Company  and  for  many 
years  was  its  president.  His  withdrawal,  in  order  to  conserve  his  health,  is  a  great  loss. 

EARNINGS  Net  profit  for  the  year  after  all  taxes  but  before  minority  interests  therein  and 
preferred  dividend  requirements  was  $9,645,587  compared  to  $5,581,755  last  year. 

After  all  charges,  including  taxes,  minority  interests  and  preferred  dividends,  net  earn¬ 
ings  per  share  of  common  stock  eligible  to  receive  dividends  at  the  year  end  equalled  $3.70. 
This  compares  with  $2.16  for  the  preceding  year.  These  figures  reflect  the  two  for  one 
stock  split  on  August  1,  1946. 
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Income  and  excess  profit  taxes  absorbed  56.8%  of  earnings  before  taxes  during  the  cur¬ 
rent  year.  This  tax  percentage  was  well  above  the  38%  Federal  income  tax  rate  now  in  effect 
because  the  first  five  months  of  the  year  covered  by  this  report  were  subject  to  wartime  income 
and  excess  profit  tax  rates. 

SALES  For  the  year  under  review  sales  amounted  to  $234,132,382 — the  largest  in  the 
Company’s  history.  This  is  25%  above  the  preceding  year.  It  is  significant,  however,  that 
during  the  last  half  of  the  fiscal  year  the  sales  gain  over  the  same  period  of  a  year  ago  was 
39%.  It  should  be  noted  that  the  year’s  figures  include  the  Foley  business  for  the  first  time. 


FINANCIAL  POSITION  Important  changes  took  place  during  the  year  in  your  Company 
as  shown  on  the  accompanying  comparative  balance  sheet.  Working  capital  amounted  to 
$46,266,066  at  the  year  end,  and  the  ratio  of  current  assets  to  current  liabilities  was  approxi¬ 
mately  4  to  1.  Fixed  assets  increased  $4,133,239  as  a  result  of  the  postwar  improvement  and 
enlargement  program  described  elsewhere  in  this  report.  Long  term  indebtedness  was  reduced 
by  $1,838,500.  Likewise  an  important  reduction  of  $5,062,624  was  effected  in  minority  inter¬ 
ests  in  subsidiaries.  Concurrently  the  common  stockholders’  equity  represented  by  capital 
and  surplus  increased  by  $10,667,547. 

One  of  the  changes  which  occurred  in  the  items  comprising  working  capital  was  that 
receivables  from  customers  increased  $5,774,152  or  56%  as  a  result  of  the  very  sharp 
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increase  in  volume  in  the  period  immediately  preceding  this  year  end  as  compared  to  a 
year  ago.  Moreover,  all  of  our  stores  are  aggressively  seeking  charge  account  business, 
within  the  government’s  restrictions. 

Inventories  likewise  rose  sharply  during  the  year  by  $6,613,069  to  $29,337,528.  This 
movement  reflected  the  merchandise  stock  requirements  of  the  higher  sales  level  now  pre¬ 
vailing,  as  well  as  the  improvement  in  the  availability  of  goods  long  wanted  from  manufac¬ 
turers.  Notwithstanding  the  sharp  increase  in  merchandise  on  hand  it  constituted  about  63 
days  estimated  sales  requirements  at  this  year  end  compared  to  about  72  days  last  year. 

As  a  result  of  the  various  developments  mentioned  above,  cash  and  government  securities 
decreased  $8,441,335  to  a  more  normal  relationship  to  current  liabilities,  although  they  are 
still  considerably  above  prewar  relationships. 

At  the  year  end,  loan  agreements  had  been  signed  to  provide  bank  credit  for  three  of 
the  subsidiaries,  if  and  as  needed,  aggregating  $13,200,000  in  excess  of  that  being  used 
at  the  year  end.  Of  this  amount  the  banks  were  committed  for  $8,000,000  until  1956  and 
$5,200,000  until  1952  at  prime  interest  rates. 

IMPROVEMENTS  AND  ENLARGEMENTS 

abraham  &  straus,  inc.  Improvements  that  will  increase  total  selling  space  by  18%  are 
under  way  at  Abraham  &  Straus,  Inc.,  the  Brooklyn  Federated  unit.  The  southerly  portion  of 
the  five-story  central  building  dating  from  1879  has  been  demolished.  On  this  site  is  being 
constructed  an  eight-story-and-two-basement  building  with  selling  mezzanines  on  the  main 
floor  and  basement  which  will  match  the  east  building  in  floor  level  and  construction.  (See 
illustration  on  inside  front  cover.)  This  construction  and  alterations  in  the  west  building  will 
provide  great  improvements  in  service  facilities.  These  will  permit  more  expeditious  handling 
of  merchandise  and  will  result  in  substantial  economies.  It  is  hoped  that  many  of  the  floors  will 
be  occupied  for  Christmas  selling,  and  the  building  is  scheduled  to  be  completed  in  1947. 

bloomingdale  BROS.,  INC.  A  building  was  purchased  across  the  street  from  the  Bloom- 
ingdale  main  store  and  remodeled  to  house  many  non-selling  activities  now  carried  on  in  the 
main  store.  This  and  other  changes  will  substantially  increase  the  amount  of  selling  space  so 
badly  needed.  The  improvements  will  probably  be  completed  during  1947. 

wm.  filene’s  sons  company  Contracts  have  been  entered  into  by  Filene’s,  Federated’s 
Boston  unit,  for  doubling  the  combined  size  of  its  branch  stores  located  in  Worcester,  Win¬ 
chester,  Belmont  and  Wellesley,  Mass.  (See  illustration  on  inside  back  cover.)  The  additional 
construction  has  been  practically  completed  at  Worcester,  Winchester  and  Belmont. 

foley  brothers  dry  goods  company  Following  the  decision  to  locate  a  unit  in  Houston, 
Texas,  Federated  acquired  Foley’s  on  August  1,  1945,  as  stockholders  have  been  advised. 
This  store  is  being  operated  in  its  present  quarters  pending  completion  of  new  greatly  enlarged 
facilities  in  a  more  advantageous  site. 

Under  construction  are  an  air-conditioned  six-story-and-basement  store  building  (see 
inside  front  cover),  occupying  an  entire  block,  a  six-story  customer  garage  occupying  half 
a  block  connected  by  tunnel  with  the  main  store,  and  a  one-story  warehouse  containing 
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130,000  square  feet.  These  new  buildings  should  be  ready  for  occupancy  by  the  fall  of  1947. 

When  acquired,  Foley’s  owned  part  of  the  present  premises  and  was  obligated  on  a  lease 
for  the  remainder.  During  the  year  the  leased  premises  were  purchased  and  the  entire  property 
was  then  sold.  To  provide  for  occupancy  until  the  new  buildings  are  completed,  short-term 
leases  were  taken  on  the  property.  These  transactions,  which  have  been  charged  to  the  year’s 
operations,  resulted  in  a  book  loss  of  $356,883  before  an  offsetting  tax  saving  of  $343,134. 

In  addition,  Foley’s  held  an  option  to  purchase  a  possible  building  site  at  $1,250,000. 
This  property  was  revalued  at  $2,100,000  upon  the  acquisition  of  Foley’s  on  August  1, 
1945.  The  option  to  purchase  at  $1,250,000  was  exercised  by  Federated  during  the  year, 
following  which  a  contract  was  signed  with  the  F.  W.  Wool  worth  Company  for  the  sale  of 
such  property  on  January  15,  1947  at  a  price  of  $3,055,000;  this  will  net  a  profit  of 
$462,500  after  taxes,  in  addition  to  the  $850,000  reflected  in  the  foregoing  revaluation 
which  was  taken  into  the  accounts  at  the  time  of  acquisition.  The  transaction  with  the  F.  W. 
Woolworth  Company  has  not  been  reflected  in  the  accounts  for  the  year  herein  reported. 

As  the  first  complete  large  department  store  to  be  erected  in  the  country  in  nearly  twenty 
years,  the  new  Foley’s  will  utilize  the  most  scientific  developments  for  efficient  and  economical 
operation.  Selling  areas  will  be  supplied  from  stock  rooms  on  the  same  levels.  Incoming  mer¬ 
chandise  will  reach  adjoining  stock  corridors  by  way  of  conveyor  belts,  chutes  and  lifts.  The 
same  facilities  will  expedite  the  flow  of  outgoing  merchandise  to  delivery  trucks.  Shopping 
comfort  will  be  assured  by  cooled  fresh  air  cleaned  by  electronic  filters.  An  ultra-modern  type 
of  radiant  heating  will  be  used  in  winter.  Both  heating  and  air-conditioning  plants  will  be 
located  in  the  six-story  garage  and  service  annex. 

Among  the  features  will  be  service  that  will  permit  customers  to  drive  into  the  annex,  go 
shopping  in  the  store  across  the  street,  and  return  to  the  parking  garage  to  find  their  parcels 
ready  for  checking  out  and  placing  in  their  automobiles. 

the  F.  and  R.  lazarus  and  company  One  of  the  largest  separate  housewares  and  appli¬ 
ance  stores  in  the  country  has  been  created  by  the  Lazarus  Company,  the  Columbus,  Ohio, 
Federated  unit  with  the  purchase  and  remodelling  of  an  idle  auditorium  diagonally  across 
Front  Street  from  the  main  store.  Known  as  the  Annex,  it  also  houses  all  the  small  deliveries  of 
the  main  store,  which  are  conveyed  there  by  means  of  belts  and  tunnels.  Since  its  opening  in 
April  of  this  year  it  has  enjoyed  great  sales  popularity.  The  space  formerly  occupied  by  the 
housewares  and  appliances  in  the  main  store  has  been  used  for  the  enlargement  of  the  Lazarus 
Basement  Store.  Escalators  are  being  installed  in  the  Main  Store.  They  will  greatly  improve 
vertical  transportation  and  should  be  completed  by  June,  1947. 

the  JOHN  shillito  company  A  large  garage  with  a  capacity  in  excess  of  1000  cars  is 
now  under  construction  diagonally  across  from  the  main  store  of  Shillito’s,  the  Federated  unit 
in  Cincinnati.  The  building  will  be  a  fireproof  ramp-type  structure  of  modern  design  and  will 
have  a  total  area  of  310,000  square  feet.  Shillito’s  has  already  demonstrated,  by  a  small 
garage  in  the  main  building,  the  advantage  of  customer  parking  facilities  convenient  to  the 
store.  The  new  garage  is  expected  to  be  open  in  the  fall  of  1946,  and  the  60,000  square  feet 
previously  occupied  by  the  former  garage  will  be  converted  into  selling  and  stock  space. 
Shillito’s  has  leased  land  for  the  development  of  a  branch  at  Hamilton,  Ohio. 
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MINORITY  INTERESTS  Minority  interests  in  subsidiary  companies  were  reduced  by 
$5,062,624  during  the  year  to  $2,235,567.  This  compares  with  approximately  $17,000,000  in 
January,  1936.  Of  the  current  year’s  reductions,  $1,825,200  resulted  from  redemption  for 
cash  of  the  last  of  the  subsidiary  preferred  stock  held  by  outside  interests,  and  the  remainder 
was  brought  about  principally  by  the  issue  of  Federated  common  stock  in  exchange  for  sub¬ 
sidiary  common.  At  the  year  end  all  subsidiaries  were  more  than  99%  owned  except  Bloom- 
ingdale  Bros.,  Inc.,  and  Abraham  &  Straus,  Inc.,  in  each  of  which  our  common  stock  ownership 
amounted  to  approximately  91%. 

STOCK  SPLIT  On  July  31,  1946,  stockholders  voted  to  double  the  authorized  shares  of 
common  stock  and  to  split  the  outstanding  shares  two-for-one.  This  split  was  effected  the 
following  day.  All  per  share  figures  mentioned  in  this  report  are  adjusted  to  the  new  basis. 

DIVIDENDS  Coincidental  with  the  recommendation  of  the  Directors  that  the  stock  be  split, 
they  indicated  their  intention  to  continue  the  $1.50  annual  dividend  rate  on  each  of  the  split 
shares.  Such  increase  in  dividends  was  inaugurated  on  July  31,  1946. 

INTERIM  EARNINGS  REPORTS  Beginning  with  the  period  ending  November  2,  1946, 
earnings  will  be  reported  to  the  stockholders  quarterly  instead  of  semi-annually  as  heretofore. 
These  reports  will  pertain  to  the  13  weeks  and  52  weeks  then  ended. 

FISCAL  YEAR  Commencing  with  the  period  ending  February  1, 1947,  it  is  proposed  that 
the  Company’s  fiscal  year  will  end  on  the  Saturday  nearest  the  last  day  of  January.  The  year 
will  again  correspond  with  that  used  by  most  department  stores.  A  report  will  be  issued  cover¬ 
ing  operations  for  both  a  six-month  and  twelve-month  period  ending  February  1,  1947. 

THE  COMPANY’S  HEADQUARTERS  The  Federated  office  was  moved  to  Cincinnati, 
Ohio  in  November  1945.  Its  organization  has  been  carefully  developed  to  carry  out  the  pro¬ 
grams  approved  by  the  stockholders  at  a  meeting  last  year.  There  are  four  divisions  each 
headed  by  a  person  with  excellent  experience  and  reputation.  These  divisions  concern  them¬ 
selves  with  Operations,  Finance,  Research  and  Acquisitions. 

This  personnel  is  prepared  to  advise  the  various  Federated  units  on  such  matters  as  opera¬ 
tions,  fiscal  affairs,  stock  and  merchandise  commitments  and  engineering  problems.  We  have 
already  surveyed  and  are  studying  areas  in  the  United  States  in  which  we  may  advantageously 
acquire  store  properties  that  meet  the  requirements  of  our  expansion  policy.  In  addition 
Federated  has  engaged  an  industrial  engineer  to  study  the  adaptation  of  war-developed  pro¬ 
cedures  to  retail  operations  with  a  view  to  reducing  distribution  costs.  The  new  Foley  store  is 
providing  fine  opportunities  in  this  field  and  many  of  the  findings  will  be  adopted  by  other 
Federated  units. 

Respectfully  submitted, 

Fred  Lazarus,  Jr.,  President 

By  order  of  the 
Board  of  Directors 
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FEDERATED  DEPARTMENT  STORES, 


[  A  DELAWARE 


COMPARATIVE  CONSOL' 


CURRENT  ASSETS: 


ASSETS 


Cash  on  demand  deposit  and  on  hand . 

United  States  Government  securities . 

Customers’  accounts  and  notes  receivable: 

Regular  retail,  less  reserves  of  $502,033  at  August  3,  1946  and  $305,687  at 

August  4,  1945 . 

Instalment,  less  reserves  of  $290,945  at  August  3,  1946  and  $233,685  at 
August  4,  1945  . 

Merchandise  inventories  on  hand  and  in  transit  (See  Note  2) . 

Sundry  debtors . » . 


AUGUST  3, 
1946 


$  8,451,811 
7,279,983 


12,763,439 

3,248,900 

29,337,528 

877,568 

$61,959,229 


AUGUST  4, 
1945 


$12,413,129 

11,760,000 


7,922,556 

2,315,631 

22,724,459 

767,807 

$57,903,582 


OTHER  ASSETS: 

Real  estate  not  used  in  operations  (See  Note  3) .  $  2,907,022  $  3,305,627 

Investments  in,  and  advances  to,  subsidiary  companies  not  consolidated 

(See  Note  1) .  300,500  496,700 

Claimed  overpayment  of  federal  taxes  on  income  (See  Note  2) .  2,283,396  1,417,345 

Miscellaneous  other  assets .  1,284,249  1,014,947 


$  6,775,167  $  6,234,619 


FIXED  ASSETS  (See  accompanying  statement  and  Note  3) 


$23,920,015  $19,786,776 


DEFERRED  CHARGES: 

Supplies . 

Prepaid  insurance,  taxes,  etc.. 
Unamortized  debt  expense,  etc 


$  679,308 

1,077,412 
13,850 
$  1,770,570 


$  643,914 

1,258,689 
19,145 
$  1,921,748 


GOODWILL  —  at  nominal  amount 


$  4  $  4 


$94,424,985  $85,846,729 


INC.  AND  SUBSIDIARY  COMPANIES 


CORPORATION  ] 


DATED  BALANCE  SHEET 

I 


LIABILITIES 

AUGUST  3, 
1946 

AUGUST  4, 
1945 

CURRENT  LIABILITIES: 

Accounts  payable  —  trade . 

Accrued  liabilities: 

$  8,741,566 

$  5,584,979 

Salaries  and  wages . 

Federal  taxes  on  income  (See  Note  2) — less  tax  anticipation  notes  of 

1,193,236 

748,254 

$11,245,598  at  August  3,  1946  and  $12,512,242  at  August  4,  1945. . . . 

1,966,433 

1,741,010 

Miscellaneous  . 

1,225,960 

1,681,919 

Long-term  indebtedness  and  notes  payable  to  banks  due  within  one  year . 

1,109,000 

374,500 

Sundry  creditors . 

1,456,968 

675,055 

$15,693,163 

$10,805,717 

LONG-TERM  DEBT,  due  after  one  year  to  1965 . 

$14,161,000 

$15,999,500 

RESERVES: 


For  contingencies . 

$ 

455,000 

$ 

455,000 

For  warrants . 

49,069 

106,872 

For  past  service  retirement  benefits  under  pension  plan . 

343,266 

396,076 

For  executives’  deferred  compensation  contracts . 

72,500 

37,500 

$ 

919,835 

$ 

995,448 

MINORITY  INTERESTS  IN  CAPITAL  STOCK  AND  SURPLUS  OF 

SUBSIDIARY  COMPANIES: . 

$  2,235,567 

$  7,298,191 

CAPITAL  STOCK  AND  SURPLUS: 

Capital  stock: 

Preferred,  4 rA%  cumulative  (See  Note  4) . 

Capital  from  conversion  of  preferred  into  common  shares 

Common  (See  Note  5) . 

Surplus: 

Paid-in  surplus . 

Earned  surplus . 

$61,415,420  $50,747,873 


$12,861,000 

116,250 

11,807,081 

14,909,994 

21,721,095 


$12,861,000 

116,250 

10,395,360 

12.246.631 

15.128.632 


$94,424,985 


$85,846,729 


FEDERATED  DEPARTMENT  STORES,  INC. 


COMPARATIVE  CONSOLIDATED  PROFIT  AND  LOSS 


ANNUAL  PERIODS  ENDED 

AUGUST 

AUGUST 

3, 1946 

4, 1945 

NET  SALES  (including  sales  of  leased  departments) . 

.  $234,132,382 

$187,426,375 

COST  OF  GOODS  SOLD  (See  Note  2)  AND  EXPENSES,  exclusive  of 


items  listed  below .  207,797,584 

$  26,334,798 

DEDUCT: 

Depreciation  and  amortization .  $  1,283,636 

Maintenance  and  repairs .  2,060,869 

Interest  on  indebtedness  and  amortization  of  debt  expense .  607,059 

$  3,951,564 

$  22,383,234 

OTHER  INCOME  — NET: 

Loss  on  sale  of  real  estate .  $  336,883* 

Miscellaneous  other  income  —  net .  282,270 


$  54,613* 

PROFIT  BEFORE  PROVISION  FOR  FEDERAL  TAXES  ON  INCOME..  $  22,328,621 

PROVISION  FOR  FEDERAL  TAXES  ON  INCOME: 

Amount  of  provision .  $  12,683,034 

Portion  of  loss  from  sales  of  fixed  assets  equal  to  tax  reduction  attributable  thereto 

(remainder  charged  to  surplus) .  — 

$  12,683,034 


NET  PROFIT .  $  9,645,587 

DEDUCT: 

Dividends  on  preferred  stocks  of  subsidiary  companies  owned  by  other  interests. .  $  57,438 

Portion  of  net  profit  applicable  to  minority  interests  in  common  stocks  of  sub¬ 
sidiary  companies .  385,423 

$  442,861 

NET  PROFIT  APPLICABLE  TO  SHARES  OF  PARENT  COMPANY 

(See  Note  2) .  $  9,202,726 


163,063,960 


$  24,362,415 

$ 

1,324,378 

1,476,367 

513,749 

$ 

3,314,494 

$  21,047,921 

$ 

246,834 

$ 

246,834 

$  21,294,755 

$  14,453,000 

1,260,000 
S  15,713,000 

$  5,581,755 


$  90,535 

628,502 
$  719,037 


$  4,862,718 


•Contra. 
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FEDERATED  DEPARTMENT  STORES,  INC. 


COMPARATIVE  CONSOLIDATED  SURPLUS 


ANNUAL  PERIODS  ENDED 

AUGUST 

AUGUST 

3, 1946 

4,1945 

PAID-IN  SURPLUS: 

Balance,  beginning  of  period . 

$12,246,631 

$11,483,315 

Add: 

Excess  of  book  value  of  subsidiaries’  securities  acquired,  over  par  and  stated 
value  of  parent  company’s  stock  issued  in  exchange  therefor  or  cash  paid 

2,396,915 

364,572 

Premium  paid  by  subsidiary  companies  on  redemption  of  their  preferred 
stocks  from  minority  interests  —  parent  company’s  proportion . 

88,229* 

_ 

Credit  with  respect  to  warrants  exercised . 

354,677 

398,744 

Balance,  end  of  period . 

$14,909,994 

$12,246,631 

EARNED  SURPLUS: 

Balance,  beginning  of  period . 

$15,128,632 

$12,311,753 

Add: 

Net  profit  for  period  (See  Note  2) . 

9,202,726 

4,862,718 

Decrease  by  a  subsidiary  of  reserve  for  federal  taxes  on  income  no  longer 
required  —  parent  company’s  proportion . 

_ 

42,569 

$24,331,358 

$17,217,040 

Deduct: 

Dividends  on: 

41/4%  preferred  stock  —  quarterly  dividends  of  $1.0625  each . 

$  546,608 

$  412,733 

Common  stock  —  $.9375  and  $.75  per  new  share,  respectively . 

2,063,655 

1,522,480 

Loss  of  $1,483,122  by  Wm.  Filene’s  Sons  Company  from  sales  of  fixed  assets, 
less  resultant  tax  reduction  of  $1,260,000  and  portion  of  net  loss  applica¬ 
ble  to  minority  interests . 

153,195 

$  2,610,263 

$  2,088,408 

Balance,  end  of  period  (See  Note  2) . 

$21,721,095 

$15,128,632 

TOTAL  SURPLUS . 

$36,631,089 

$27,375,263 

•Contra. 

li 

FEDERATED  DEPARTMENT  STORES,  INC. 


FIXED  ASSETS,  AND  REAL  ESTATE  NOT  USED  IN  OPERATIONS 

RESERVE  FOR 


AUGUST  3,  1946  (See  Note  3) : 

GROSS 

DEPRECIATION 

WRITE-DOWN 

NET 

Land,  buildings  and  building  equipment  sub¬ 
stantially  all  on  owned  land: 

Land . 

8  6,782,472 

8  — 

8  — 

8  6,782,472 

Buildings  and  building  equipment . 

8,015,243 

3,363,227 

96,171 

4,555,845 

814,797,715 

8  3,363,227 

8  96,171 

811,338,317 

Buildings  and  building  equipment  on  leased 
land,  improvements  to  leased  properties,  and 

leasehold . 

14,538,070 

6,554,222 

1,259,668 

6,724,180 

Store  fixtures  and  equipment . 

8,256,771 

4,729,795 

— 

3,526,976 

Construction  in  progress . 

2,330,542 

— 

— 

2,330,542 

Total  fixed  assets . 

839,923,098 

814,647,244 

81,355,839 

823,920,015 

Real  estate  not  used  in  operations : 

Foley  Brothers  Dry  Goods  Company  (See 

Note  3) . 

8  2,100,000 

8  — 

8  — 

8  2,100,000 

Other  subsidiaries . 

978,980 

171,958 

— 

807,022 

8  3,078,980 

8  171,958 

8  — 

8  2,907,022 

AUGUST  4,  1945: 

Land,  buildings  and  building  equipment  sub¬ 
stantially  all  on  owned  land: 

Land . 

8  4,652,351 

8  — 

8  — 

8  4,652,351 

Buildings  and  building  equipment . 

7,873,132 

3,133,485 

96,171 

4,643,476 

Reserve  for  loss  on  future  disposal . 

120,000* 

— 

— 

120,000* 

812,405,483 

8  3,133,485 

8  96,171 

8  9,175,827 

Buildings  and  building  equipment  on  leased 
land,  improvements  to  leased  properties,  and 

leasehold . 

15,685,902 

7,207,867 

1,259,668 

7,218,367 

Store  fixtures  and  equipment . 

7,915,537 

4,261,342 

261,613 

3,392,582 

Total  fixed  assets . 

836,006,922 

814,602,694 

81,617,452 

819,786,776 

Real  estate  not  used  in  operations: 

Foley  Brothers  Dry  Goods  Company: 

Equity  in  real  estate  purchase  option: 

Gross . 

8  2,100,000 

8  — 

8  — 

8  2,100,000 

Less  additional  amounts  payable 

under  option  agreement. . . 

580,000 

— 

— 

580,000 

8  1,520,000 

8 

$  — 

8  1,520,000 

Unimproved  land . 

730,000 

— 

— 

730,000 

Other  subsidiaries  —  real  estate  owned . . 

1,210,679 

155,052 

— 

1,055,627 

8  3,460,679 

8  155,052 

8  — 

8  3,305,627 

*  Contra. 
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FEDERATED  DEPARTMENT  STORES,  INC. 


NOTES  TO  FINANCIAL  STATEMENTS 


1.  The  consolidated  financial  statements  include  all  the  companies  in  which  Federated  Department  Stores, 
Inc.  and  its  subsidiary  companies  own  equity  capital  stock  to  the  extent  of  over  50%  with  the  exception  of 
several  minor  subsidiary  companies  of  The  F.  and  R.  Lazarus  and  Company  and  its  consolidated  subsidiary. 

The  profit  and  loss  figures  include  the  operations  of  Foley  Brothers  Dry  Goods  Company  since  August  1, 
1945  when  its  capital  stock  was  acquired  and  exclude  those  of  R.  H.  White  Company  since  September  30,  1944 
when  the  operation  of  its  store  was  discontinued. 

2.  As  explained  in  the  report  for  the  year  ended  January  31,  1942,  the  last-in  first-out  (Lifo)  method  of 
inventory  valuations,  by  the  use  of  an  index  of  retail  price  changes,  was  adopted  in  the  preparation  of  the  report 
for  that  year.  This  method  has  been  continued  for  subsequent  periods.  The  effect  upon  the  net  profit  has  been 
as  follows: 


ANNUAL  PERIODS  ENDED  THREE  AND 
-  ONE-HALF 


TOTAL 

AUGUST  3. 
1946 

AUGUST  4. 
1945 

Y EARS ENDED 
JULY  31.  1944 

Reduction  of  merchandise  inventories  with  an  approximately  cor¬ 
responding  reduction  of  profit  before  provision  for  federal  taxes 
on  income . 

$3,875,268 

$903,761 

$  15,730 

$2,955,777 

Reduction  in  provision  for  federal  taxes  on  income . 

2,592,797 

389,347 

12,800* 

2,216,250 

Reduction  in  net  profit  after  federal  taxes  on  income . 

$1,282,471 

$514,414 

$  28,530 

$  739,527 

Portion  of  reduction  in  net  profit  applicable  to  minority  interests 
in  common  stocks  of  subsidiary  companies . 

131,822 

24,687 

5,556* 

112,691 

Reduction  in  net  profit  applicable  to  common  shares  of  parent 
company  . 

$1,150,649 

$489,727 

$  34,086 

$  626,836 

*  Contra. 


To  date,  field  agents  of  the  Bureau  of  Internal  Revenue  have  examined  the  income  and  excess  profits  tax 
returns  of  the  subsidiaries  for  one  or  more  years  since  the  Lifo  method  has  been  in  use  and  the  agents  have 
disallowed  the  use  of  that  method.  Federated  Department  Stores,  Inc.  is  of  the  opinion  that  the  disallowance 
of  the  use  of  the  Lifo  method  is  not  in  accordance  with  the  provisions  of  the  Internal  Revenue  Code.  The  sub¬ 
sidiaries  have  made  payments  of  tax  of  $2,099,730  and  interest  of  $183,666,  a  total  of  $2,283,396,  pending  the 
determination  of  a  test  case.  The  amounts  paid  are  carried  as  an  asset  in  the  accompanying  balance  sheet 
because  the  increase  in  inventories,  if  the  use  of  the  Lifo  method  were  ultimately  disallowed,  would  be  greater 
than  such  amounts.  If  the  use  of  this  method  is  not  ultimately  approved,  the  taxable  income  would  be  increased 
by  approximately  the  aforementioned  total  reduction  of  merchandise  inventories  of  $3,875,268  and  the  federal 
taxes  on  income  would  be  increased  in  the  amount  of  $493,067  ($2,592,797  less  the  tax  payments  made  of 
$2,099,730). 

The  Lifo  basis  is  not  used  by  Foley  Brothers  Dry  Goods  Company,  acquired  August  1,  1945.  The  inventories 
of  that  company  are  determined  by  the  retail  inventory  method  as  formerly  used  by  the  other  Federated 
subsidiaries. 

3.  Fixed  assets  and  real  estate  not  used  in  operations  are  stated  at  August  3,  1946,  with  one  exception,  at 
cost  to  subsidiary  companies,  less  depreciation  and  amortization  and  less  write-down  as  of  January  31,  1933  as 
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to  certain  of  these  assets  of  certain  subsidiary  companies.  Depreciation  and  amortization  since  that  date  have 
been  calculated  upon  the  reduced  amounts.  The  exception  is  with  respect  to  a  parcel  of  real  estate  not  used  in 
operations  of  Foley  Brothers  Dry  Goods  Company  carried  at  $2,100,000  which  is  included  at  in  excess  of  cost  to 
that  subsidiary  company,  as  determined  by  the  management  upon  acquisition  of  its  capital  stock.  That  parcel  is 
under  contract  of  sale,  as  of  January  15,  1947,  at  a  price  of  $3,055,000  which  will  result  in  a  net  gain  of  $462,500 
above  the  book  figure,  after  provision  for  income  taxes  computed  under  the  present  tax  law;  this  transaction  has 
not  been  reflected  in  the  accompanying  financial  statements. 

4.  At  each  date,  there  were  200,000  preferred  shares  authorized  of  the  par  value  of  $100  per  share  and 
154,950  shares  issued,  of  which  26,340  shares  had  been  retired  and/or  repurchased,  leaving  128,610  shares 
outstanding.  The  preferred  stock  is  redeemable  at  $104  per  share  after  October  1,  1946.  Each  share  is  entitled 
to  two  votes. 

On  or  before  June  1st  of  each  year,  the  Company  is  required  to  expend  for  the  repurchase  of  its  4 Vl%  preferred 
stock  the  greater  of  (a)  $140,000  or  (b)  3%  of  the  consolidated  net  earnings  for  the  preceding  fiscal  year  after 
deducting  taxes  and  accrued  preferred  dividends.  The  repurchases  to  August  3,  1946  exceed  by  $1,006,962  the 
requirements  to  June  1, 1946. 

5.  The  common  stock,  of  no  par  value,  was  as  follows : 


AUGUST  3.  1946  AUGUST  4.  1945 


SHARES 

AMOUNT 

SHARES 

AMOUNT 

Authorized  —  of  stated  value  per  share  as  fixed  by  Board 
of  Directors  of  $5.00  at  August  3,  1946  and  $10.00  at 
August  4,  1945 . 

4,000,000 

2,000,000 

Issued  and  outstanding: 

Fully-paid  shares . 

2,334,341 

$11,671,705 

1,039,536 

$10,395,360 

Partly-paid  shares  under  stock  purchase  plan . 

92,500 

135,376 

— 

— 

2,426,841 

$11,807,081 

1,039,536 

$10,395,360 

There  were  reserved  for  issuance  a  total  of  343,044  shares  under  the  warrant  plan,  the  stock  purchase  plan 
and  for  exchange  for  common  stock  of  subsidiaries,  giving  effect  to  the  stock  split  which  became  effective  August 
1, 1946. 

A  stock  purchase  plan  providing  for  purchases  of  250,000  shares  of  common  stock  of  the  Company  by  certain 
executives  of  the  Company  and  subsidiary  companies  was  made  effective  during  the  year  ended  August  3, 
1946.  The  plan  made  50,000  shares  immediately  available  for  purchase  and  it  provided  for  five-year  options  with 
respect  to  the  remaining  200,000  shares,  which  may  be  granted  in  certain  proportions  up  to  August  1, 1949  at  the 
higher  of  the  average  market  price  for  the  sixty  days,  or  the  one  day,  preceding  the  date  each  purchase  is  made. 
One-twentieth  of  the  purchase  price  is  payable  at  the  time  of  purchase  and  annually  thereafter  for  fourteen  years, 
the  balance  being  due  at  the  end  of  the  fifteenth  year.  Each  share  purchased  has  full  voting  rights  but  dividends 
are  paid  only  on  the  portion  of  the  share  paid  for.  The  purchaser  may  cancel  a  purchase  within  ten  years  from 
the  date  when  each  lot  of  shares  is  first  made  available.  Upon  cancellation,  the  purchaser  forfeits  one-half  of  the 
amount  paid  in  and  receives  as  many  fully-paid  shares  as  the  remaining  one-half  will  buy  at  the  purchase  price 
previously  fixed  for  such  shares.  To  August  3,  1946,  92,500  shares  have  been  purchased  under  the  plan  for  a 
total  purchase  price  of  $2,707,516.  Of  this  amount,  $135,376  has  been  received  and  added  to  capital  stock.  The 
remaining  instalments  aggregating  $2,572,140  have  not  been  reflected  in  the  Company’s  balance  sheet.  The 
amount  received  in  excess  of  a  total  of  $5.00  per  share  is  to  be  added  to  paid-in  surplus.  Legal  proceedings  to 
annul  the  purchase  plan  have  been  instituted  by  a  stockholder. 

6.  At  August  3,  1946  a  subsidiary  remained  contingently  liable  for  a  mortgage  of  $1,302,500  on  property  sold. 
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TOUCHE,  NIVEN  &  CO. 

CERTIFIED  PUBLIC  ACCOUNTANTS 

233  BROADWAY 
NEW  YORK  7,  N.  Y. 

October  4,  1946 

TO  THE  BOARD  OF  DIRECTORS  AND  STOCKHOLDERS 
OF  FEDERATED  DEPARTMENT  STORES,  INC.: 

We  have  examined  the  balance  sheets  as  of  August  3,  1946  and  the  related  statements  of  profit  and  loss 
and  surplus  for  the  fiscal  year  (52  weeks)  then  ended  of  Federated  Department  Stores,  Inc.  and  of  certain 
of  its  subsidiary  companies  —  Federated  Service,  Inc.,  Metropolitan  Television,  Inc.,  Abraham  &  Straus, 
Inc.  and  Bloomingdale  Bros.,  Inc.  and  its  subsidiary  companies  —  have  reviewed  the  systems  of  internal 
control  and  the  accounting  procedures  of  the  companies  and,  without  making  a  detailed  audit  of  the 
transactions,  have  examined  or  tested  accounting  records  of  the  companies  and  other  supporting  evidence, 
by  methods  and  to  the  extent  we  deemed  appropriate.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  applicable  in  the  circumstances  and  included  all  procedures  which 
we  considered  necessary.  Similar  examinations  for  the  same  period  have  been  made  by  Messrs.  Herbert 
F.  French  &  Company  of  the  consolidated  financial  statements  of  Wm.  Filene’s  Sons  Company  and  by 
Messrs.  Ernst  &  Ernst  of  the  consolidated  financial  statements  of  The  F.  and  R.  Lazarus  and  Company 
and  the  financial  statements  of  Foley  Brothers  Dry  Goods  Company;  the  net  assets  of  these  subsidiary 
companies  represent  approximately  51%  of  the  consolidated  net  assets  at  August  3,  1946.  From  the 
foregoing  financial  statements  there  have  been  prepared  the  accompanying  consolidated  balance  sheet  of 
Federated  Department  Stores,  Inc.  and  subsidiary  companies  as  of  August  3,  1946  and  the  consolidated 
statements  of  profit  and  loss  and  surplus  for  the  fiscal  year  then  ended. 

It  has  been  the  established  procedure  of  the  Company’s  subsidiaries  to  take  physical  inventories  in  all 
departments  around  the  end  of  their  fiscal  year.  This  procedure  was  followed  as  of  August  3,  1946  except 
by  The  F.  and  R.  Lazarus  and  Company  and  Foley  Brothers  Dry  Goods  Company.  Messrs.  Ernst  &  Ernst 
report  that  these  companies  took  physical  inventories  in  all  departments  as  of  February  2,  1946.  They 
state  that  The  F.  and  R.  Lazarus  and  Company  took  physical  inventories  as  of  August  3,  1946  in  depart¬ 
ments  with  merchandise  aggregating  approximately  60%  of  the  total  amount  of  inventories  on  hand,  such 
departments  having  been  selected  by  the  company  and  approved  by  the  accountants,  that  the  perpetual 
inventory  records  relative  to  the  remaining  approximately  40%  of  the  inventories  were  reviewed  by  them 
and  that  they  have  satisfied  themselves  as  to  the  substantial  fairness  of  the  amounts  at  which  the  inventories 
are  stated.  They  also  state  that  Foley  Brothers  Dry  Goods  Company  did  not  make  a  physical  determination 
of  quantities  as  of  August  3, 1946. 

Except  for  limitation  of  the  scope  of  the  examination  in  respect  to  physical  inventories  of  Foley  Brothers 
Dry  Goods  Company,  previously  referred  to  (representing  approximately  8%  of  consolidated  inventories) 
and  based  upon  the  examinations  made  by  us  and  upon  the  opinions  expressed  in  the  reports  of  the  other 
accountants  with  respect  to  the  financial  statements  of  subsidiary  companies  not  examined  by  us,  the 
figures  for  which  have  been  included  upon  the  responsibility  of  such  accountants,  the  accompanying 
consolidated  balance  sheet  and  related  statements  of  profit  and  loss  and  surplus,  in  our  opinion,  present 
fairly  the  consolidated  position  of  Federated  Department  Stores,  Inc.  and  subsidiary  companies  at  August 
3,  1946  and  the  consolidated  results  of  their  operations  for  the  fiscal  year  (52  weeks)  then  ended,  in 
conformity  with  generally  accepted  accounting  principles.  Such  principles  have  been  applied  by  each  of 
the  companies  on  bases  consistent  with  those  of  the  preceding  year;  this  has  resulted  in  the  loss  from 
the  sale  of  real  estate  by  Foley  Brothers  Dry  Goods  Company  being  deducted  from  profit  and  loss  during 
the  fiscal  year  ended  August  3,  1946  while  in  the  preceding  year  the  loss  by  Wm.  Filene’s  Sons  Company 
from  the  sale  of  real  estate,  less  the  resultant  tax  reduction,  had  been  deducted  from  earned  surplus. 

TOUCHE,  NIVEN  &  CO. 


BALANCE  SHEET  HIGHLIGHTS 


As  at 

January  31 

Working 

Capital 

Land,  Buildings  & 
Equipment,  Net 
of  Reserves 

Long-Term  Debt 

Preferred  Stock 

Minority  Interests 
in  Subsidiaries 

Common  Stock¬ 
holders’  Equity 

1937 

825,206,318 

819,420,806 

8  5,147,000 

812,345,000 

8  8,019,295 

822,683,328 

1938 

24,638,645 

22,120,026 

5,890,256 

12,205,000 

7,911,110 

23,377,621 

1939 

26,601,101 

26,822,655 

11,025,200 

11,765,000 

7,994,486 

24,636,258 

1940 

26,054,743 

26,368,120 

9,583,360 

11,225,000 

8,062,698 

25,421,592 

1941 

28,292,487 

26,012,561 

10,295,413 

10,935,000 

7,493,094 

27,520,596 

1942 

29,413,127 

26,212,294 

10,980,183 

10,495,000 

6,974,360 

29,328,539 

As  at 

July  31  + 

1942 

38,358,609 

26,173,942 

20,414,016 

10,275,000 

6,971,242 

29,361,912 

1943 

33,270,318 

25,131,836 

12,789,897 

9,781,000 

7,029,563 

31,880,666 

1944 

33,840,949 

24,468,382 

12,783,868 

9,711,000 

7,055,468 

33,827,511 

1945 

47,097,865 

23,092,403 

15,999,500 

12,861,000 

7,298,191 

37,886,873 

1946 

46,266,066 

26,827,037 

14,161,000 

12,861,000 

2,235,567 

48,554,420 

SALES  — EARNINGS  — DIVIDENDS 


Year  Ended 

January  31 

Net  Sales 

Profit  Before 

Federal 

Taxes  on  Income 

Net  Profit 
Applicable  to 
Shares  of 

Parent  Company 

Net  Profit 

Per  Share  of 

Common  Stock 
of  Parent  Company  * 

Dividends 

per 

Common 
Share  * 

1937 

8103,209,532 

8  4,980,696 

82,962,374 

81.51 

81.00 

1938 

107,672,940 

3,952,882 

2,709,219 

1.18 

•871/2 

1939 

105,908,984 

3,962,464 

2,756,223 

1.22 

.62V2 

1940 

110,114,135 

4,820,796 

3,286,287 

1.52 

•621/2 

1941 

114,657,245 

4,994,337 

3,192,100 

1.45 

.75 

1942 

131,427,879 

6,614,202 

3,101,896 

1.39 

.75 

Year  Ended 

July  31  + 

1942 

136,585,703 

8,099,368 

3,444,930 

1.57 

.75 

1943 

155,331,203 

12,367,327 

3,900,480 

1.78 

.75 

1944 

170,862,983 

14,876,559 

3,885,871 

1.75 

.75 

1945 

187,426,375 

21,294,755 

4,862,718 

2.16 

.75 

1946 

234,132,382 

22,328,621 

9,202,726 

3.70§ 

•93% 

*  Adjusted  to  reflect  2  for  1  split  on 

August  1, 1946. 

fOr  nearest  Saturday  thereto. 

• 

§  Calculated  on 

basis  of  2,338,966  shares  outstanding  at  the  end  of  the  year  entitled  to  receive  dividends,  e.g., 

2,334,341 

fully-paid  shares  plus  4,625  partly-paid  shares;  the  latter  represents  5%  of  the  92,500  partly-paid  shares  and  is  the 

equivalent  of  the  number  of  shares  fully  paid  for. 
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FILENE’s  STORE  AT  WELLESLEY,  MASS., 
NOW  BEING  ENLARGED 


THE 

F  Ell  Ell  AT  Ell  II  E  I*  A  It  fMENT  STORES 


ABRAHAM  &  STRAUS,  INC. 

Brooklyn,  New  York 
Established  1865 

★ 

BLOOMING  DALE  BROS.,  INC. 

New  York  City,  New  Y'ork 
Established  1872 

★ 

WM.  FILENE’S  SONS  COMPANY 
Boston,  Massachusetts*  and  Branches 
Established  11151 

★ 

FOLEY  BROTHERS  DRY  GOODS  COMPANY 
Houston,  Texas 
Established  1900 

★ 

THE  F.  AND  R.  LAZARUS  AND  COMPANY 
Columbus,  Ohio 
Established  1851 

★ 

THE  JOHN  SHILLITO  CO. 

Cincinnati,  Ohio 
Established  1830 


